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INDEPENDENT ACCOUNTANT'S REPORT

The Auditor General of the State of Arizona and
The Honorable Mayor and Town Council
of the Town of Gilbert, Arizona

We have examined the accompanying Annual Expenditure Limitation Report of the Town of
Gilbert, Arizona for the year ended June 30. 2020, and the related notes to the report. The Town'’s
management is responsible for presenting this report in accordance with the uniform expenditure
reporting system as described in Note 1. Our responsibility is to express an opinion on this report
based on our examination.

Our examination was conducted in accordance with attestation standards established by the
American Institute of Certified Public Accountants. Those standards require that we plan and
perform the examination to obtain reasonable assurance about whether this report is presented
in accordance with the uniform expenditure reporting system, in all material respects. An
examination involves performing procedures to obtain evidence about the amounts and
disclosures in the report. The nature, timing, and extent of the procedures selected depend on
our judgment, including an assessment of the risks of material misstatement of the report, whether
due to fraud or error. We believe that the evidence we obtained is sufficient and appropriate to
provide a reasonable basis for our opinion.

In our opinion, the Annual Expenditure Limitation Report of Town of Gilbert, Arizona referred to
above presents, in all material respects, the information prescribed by the uniform expenditure
reporting system as described in Note 1.

Henpeld Meech & Co. V(.

Heinfeld, Meech & Co., P.C.
Tucson, Arizona
February 24, 2021



Town of Gilbert
Annual expenditure limitation report—part |
Year ended June 30, 2020

1. Economic Estimates Commission expenditure limitation $ 430,608,944

2. Voter-approved alternative expenditure limitation (approved )

3. Enter applicable amount from line 1 or line 2 $ 430,608,944
4. Amount subject to the expenditure limitation (total amount from part Il line C) $ 287,758,947

5. Board authorized expenditures necessitated by a disaster the Governor declared -
6. Board authorized expenditures necessitated by a disaster the Govemor did not declare -

7. Prior year, voter-approved expenditures to exceed the expenditure limitation for the
reporting fiscal year -

8. Subtotal $ 287,758,947
9. Board-authorized excess expenditures for the previous fiscal year necessitated by a disaster the Governor
did not declare and the voters did not approve +
10. Total adjusted amount subject to the expenditure limitation $ 287,758,947
11. Amount under (in excess of) the expenditure limitation $ 142,849,997

If excess expenditures are reported, provide an explanation.
Delete all line item descriptions not used.

| hereby certify, to the best of my knowledge and belie
expenditure reporting system.

infopmation contained in this report is accurate and in accordance with the requirements of the uniform

Signature of chief financial officer:

Name and title: Hakon Johanson, Direcg%e and Management Services

Telephone number: (480) 503-6902 Date:

See accompanying notes to report.

11/19 Arizona Auditor General's Office Part | Official City/Town AELR Forms



Town of Gilbert
Annual expenditure limitation report—part I
Year ended June 30, 2020

Internal
Governmental Enterprise service Fiduciary
Description funds funds funds funds Total
A Amounts reported on the reconciliation, line D $ 382,284,981 $ 102,886,709 $ 27,996,016 $ 86,756 $ 513,254 462
B. Less exclusions claimed:
1. Debt proceeds 48,506,328 - - - 48,506,328
2. Debt service requirements 58,936,406 - - - 58,936,406
3. Dividends, interest, and gains on the sale or redemption of investment
securities 591,259 - - - 591,259
4. Trustee or custodian - - - 86,756 86,756
5. Grants and aid from the federal government 24,634,166 131,453 - - 24765619
6. Grants, aid, contributions, or gifts from a private agency, organization, or
individual, except amounts received in lieu of taxes 4,852,498 - - - 4,852,498
7. Amounts received from the State of Arizona 930,156 - - - 930,156
8. Quasi-external interfund transactions 4,686,500 999,396 23,207,734 - 28,893,630
9. Amounts accumulated for the purchase of land, and the purchase or
construction of buildings or improvements - - - - -
10. Highway user revenues in excess of those received in fiscal year 1979-80 15,005,469 - - - 15,005,469
11. Contracts with other political subdivisions 225,288 1,697,653 193,461 - 2,116,402
12. Refunds, reimbursements, and other recoveries 161,482 297.104 4,181,934 - 4,640,520
13. Voter-approved exclusions not identified above (attach resolution) - - - - -
14. Prior years carryforward 35,757,585 - 412,887 - 36,170,472
15, Qualifying capital improvement expenditures repaid in accordance with
AR.S. §41-1279.07 - B = - -
16. Total exclusions claimed 194,287,137 3,125,606 27,996,016 86,756 225,495,515
C. Amounts subject to the expenditure limitation $ 187,997,844 $ 99761,103 $ - $ = $ 287,758,947

If an individual fund category/type amount is negative, reduce exclusions claimed to net to zero.

Delete alfl exclusion line item descriptions not used.

See accompanying notes to report.

11/19 Arizona Auditor General’s Office Part il Official City/Town AELR Forms



Town of Gilbert
Annual expenditure limitation report—reconciliation
Year ended June 30, 2020

Internal
Govemmental Enterprise service Fiduciary
Description funds funds funds funds Total
A. Total expenditures/expenses/deductions and applicable other financing uses, special
items, and extraordinary items reported within the fund financial statements $ 382,934,301 $103,872,118 $ 28,121,914 $ 86,756 $ 515,015,089

B. Subtractions:
1. ltems not requiring use of current financial resources:

2. Depreciation - 32,386,436 17.527 - 32,403,963
b. Loss on disposal of capital assets = o - - -

c. Bad debt expense = = - - -
d. Pension and other postemployment benefits (OPEB) expense - 2,708,448 13.603 = 2.722.051
e. Claims incurred but not reported (IBNR) - = 2.025.000 - 2,025,000
f. Landfill closure and postclosure care costs and pollution remediation = = - - =
2. Expenditures of separate legal entities established under Arizona Revised Statutes - 15,480,028 - - 15,480,028
3. Required fees paid to the Arizona Department of Revenue 649,320 = - = 649,320
4. Present value of net minimum capital lease and installment purchase contract
payments recorded as expenditures at the agreements’ inception - . - - .
5. Involuntary court judgments = - - - -
6. Total subtractions 649,320 50,574,912 2,056,130 - 53,280,362
C. Additions:
1. Principal payments on long-term debt s = = - -
2. Capital asset acquisitions - 47,821,667 61,437 - 47,883,104
3. Amounts paid in the current year but reported as expenses in previous years:
a. Claims previously recognized as IBNR - - 1,700,000 - 1,700,000
b. Landfill closure and postclosure care costs and pollution remediation - - - - -
4. Pension and OPEB contributions paid in the current year - 1,767,836 168,795 - 1,936,631
5. Total additions - 49,589,503 1,930,232 - 51,519,735
D. Amounts reported on part I, line A $ 382,284,981 $ 102,886,709 $ 27,996,016 $ 86,756 $ 513,254,462

Delete all subtraction and addition line item descriptions not used.

See accompanying notes to report.

11/19 Arizona Auditor General's Office Reconciliation Official City/Town AELR Forms



TOWN OF GILBERT
Notes to Annual Expenditure Limitation Report
Year Ended June 30, 2020

Notel Summary of Significant Accounting Policies

The annual expenditure limitation report (AELR) is presented as prescribed by the uniform
expenditure reporting system (UERS), as required by Arizona Revised Statutes §41-1279.07. The
AELR excludes expenditures, expenses, or deductions of certain revenues specified in the Arizona
Constitution, Article IX, §20, from the total expenditures, expenses, or deductions reported in the
fund financial statements.

In accordance with the UERS, a note to the AELR is presented below for any exclusion claimed on
part Il and each subtraction or addition in the reconciliation that cannot be traced directly to an
amount reported in the fund financial statements. All references to financial statement amounts
in the following notes refer to the statement of revenues, expenditures, and changes in fund
balances for the governmental funds; statement of revenues, expenses, and changes in fund net
position for the proprietary funds; statement of cash flows for the proprietary funds; and the
statement of changes in fiduciary net position for the fiduciary funds.

Note 2  The exclusion claimed for debt proceeds in the Governmental Funds consists of bond proceeds
received and expended in the same fiscal year.

Note3 The exclusion claimed for debt service requirements on bonded indebtedness in the
Governmental Funds consists of principal retirement of $49,055,000, interest expense of
$9,868,300, and fiscal and other charges of $13,106.

Note4 Total investment earnings in the Governmental Funds were 510,085,323 of which $307,611 is
nonexcludable, and total investment earnings in the Enterprise Funds were $9,820,024 of which
$287,765 is nonexcludable. The remaining $19,309,971 excludable revenue will be carried
forward to future years.

Note5 The following schedule presents revenues from which exclusions have been claimed for federal
grants and aid, amounts received from the State of Arizona, and highway user revenues in the
governmental funds:

Amount
Carried
Description Revenues Excluded Forward
Grants and aid from federal government S 24,634,166 24,634,166 -
Amounts received from the State of
Arizona 5,467,382 930,156 4,537,225
Highway user revenues in excess of
those received in fiscal year 1979-80 15,753,190 15,005,469 747,721
Contracts with other political
Subdivisions 225,288 225,288 -
Other revenues (nonexcludable) 71,147,090 - -

Total intergovernmental revenues as
reported in fund financial statements $117,277,116




Note 6

Note 7

Note 8

Note 9

Note 10

Note 11

TOWN OF GILBERT
Notes to Annual Expenditure Limitation Report
Year Ended June 30, 2020

The exclusion claimed in the Enterprise Funds for contracts with other political subdivisions are
recorded as intergovernmental nonoperating revenues in the financial statements. The exclusion
claimed in the Internal Service Funds for contracts with other political subdivisions are recorded
as charges for services revenues in the financial statements.

The exclusion claimed for grants, aid, contributions, or gifts from a private agency, organization,
or individual consists of other entities’ participation and gifts and donations revenue as reported
in the Governmental Funds financial statements.

The exclusion claimed for quasi-external interfund transactions consists of payments made for
administrative support services reported in the financial statements as charges for services
revenue for the Governmental Funds. The exclusion claimed for the Enterprise Funds consist of
payments made for water, wastewater and environmental services reported in the financial
statements as charges for services revenue. The exclusion claimed for the Internal Service Funds
consist of payments for operations that provide services to other departments of the Town and
reported in the financial statements as charges for services revenue.

The exclusions claimed for refunds, reimbursements, and other recoveries consist of recovery of
damage claims, insurance recoveries, and recovery of prior year expenses and are reported as
miscellaneous revenue in the Governmental Funds and as other revenue in the Enterprise and
Internal Service Funds financial statements.

Prior years carryforward consists of constitutionally excludable revenues unexpended in the year
of receipt that have been accumulated and were expended in the current year. The majority of
the exclusion in the Governmental Funds of $35,757,585 represents bond proceeds received in
prior fiscal years of $20,600,372 and investment earnings of $5,624,212. The remainder consists
of $9,533,001 received from the state that were expended in this fiscal year. The exclusion in the
Internal Service Funds for $412,887 represents quasi-external interfund transactions.

The subtraction of $2,025,000 for claims incurred but not reported (IBNR) consists of the
estimated costs of claims incurred and expensed in the current year but not yet paid in the
Internal Service Funds.

The addition of $1,700,000 for claims previously recognized as IBNR, consists of cash payments in
the current year for claims recognized as an expense in previous years in the Internal Service
Funds.



Note 12

TOWN OF GILBERT
Notes to Annual Expenditure Limitation Report
Year Ended June 30, 2020

The subtractions of pension and OPEB expense of $2,708,448 and $13,603 in the Enterprise and
Internal Service Funds, respectively, consists of the following:

Internal
Enterprise Service
Description Funds Funds
Pension expense S 2,733,973 S 15,980
OPEB Expense (25,525) (2,377)
Total S 2,708,448 S 13,603

Note 13 The additions of $1,767,836 and $168,795 for pension contributions paid in the current year in

the Enterprise and Internal Service Funds, respectively, consists of the required pension
contributions made to the Arizona State Retirement System (ASRS).

Internal
Enterprise Service
Description Funds Funds
ASRS Pension $ 1,767,836 S 168,795

Note 14 The subtraction of $649,320 for required fees paid to the Arizona Department of Revenue is

Note 15

pursuant to A.R.S. section 42-5041 to recover a portion of administrative, program and other
operating costs the Department incurred.

The subtraction of $15,480,028 consists of expenses of the Town of Gilbert Water Resources MPC,
which is a legally separate, non-profit corporation and exists solely for the purpose of financing
the construction or acquisition of water and wastewater capital improvement projects. The MPC
is included within the Town’s reporting entity as a blended component unit, but not included in
the Economic Estimates Commission base limit calculations. The subtraction claimed for the
Town of Gilbert Water Resources MPC fund consists of interest expense of $4,553,072, and
$10,921,706 of capital asset acquisitions reported on the Statement of Cash Flows.





